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PREFACE

This year's review is the third in a series designed to highlight the

state of the economy of developing Africa. As in the past, it is the result

of a collaborative efforts between the African Development Bank (ADB) and the

Economic Commission for Africa (ECA).

The year 1985 marks the end of the first half of a decade and the

beginning of the second. The overall assessment of the performance of the

economy over the last five years leaves one with no alternative but to

conclude that it was one of the most difficult periods for developing Africa.

The African economy was on a downward slide, prompted both by external and

internal factors. Externally, the balance-of-payments position has continued

to deteriorate, leadings to the depletion of reserves and increased

indebtedness. Domestically, the growth rate of GDP has been consistently

below the rate of population growth. The result was a marked" decline in the

standard of living of the people. Compared to 1980, income per head has

fallen by no less than 12 per cent by 1985. The agricultural sector suffered

both from natural and policy impediments. The 1983-1985 drought, the worst in

living memory, devastated the rural economy and wrought suffering in a number

of countries. Domestic policy shortcomings also made its own mark in the

continuing deterioration of the sector.

The combined effect of all these was to make developing Africa an

important market for food. Once a net exporter, the import of staple food

increased by 640 per cent between 1961-1963 and 1981-1982. Imports of such

magnitude were insufficient and many countries had to depend on food aid. But

the continent cannot, for ever, continue to live on food aid. Not only must

Africa be able to feed itself, it must utilize the full potential of the

agricultural sector for the transformation of the entire economy. The medium

to long-term solution requires increased resource flows to agriculture as well

as implementation of favourable policy reforms.
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The industrial sector has not fared any better. It remains depressed

because of balance-of-payments problems, capacity underutilization, inefflency

and loss of competitiveness.

The deteriorating domestic economic situation forced governments to

mitigate its negative impact by increasing their expenditure. This pressure,

alongside declining revenue, led to an increase in government budget deficit.

The central government deficit and the external imbalance forced most

governments to borrow from external sources. At the end of 1985, the external

debt of developing Africa stood at US$ 162 billion while debt repayments stood

at $19.5 billion or 22.3 per cent of export earnings. Such an intolerable

situation calls for urgent solution if the growth prospects of these countries

are not to be constrained in the foreseeable future by the debt burden.

While a favourable! climatic condition appears to have set in, Africa
■ #. i

Is not yet out of* the woods. . The favourable climatic condition will have to

be supported by domestic policy reforms not only in agriculture but in overall

national economic management. In this respect we endorse, the OAU Priority

Programme for Economic Recovery of Africa and we call on the international

community for increased flows of concessional funds, particularly to the low

income countries.

#

Signed:

. ADEBAYO ADEDEJI

Executive Secretary

Economic Commission for Africa

BABACAR N'DIAYE

President

African Development Bank



PART 1^ ECONOMIC DEVELOPMENTS AND PROSPECTS

1. Introduction

The African region appears to be emerging from 1983-1985 drought, the

• worst in years both in terms of its extent and impact. But despite this, the

region continues to suffer from a long standing crisis rooted in low

productivity, limited capacity for adjustment, government policies which have

long over-emphasized intervention and control and overlooked incentives, and

t an international economy characterized by weak demand for Africa*s exports,

high interest rates and stagnating resource inflows.

Though the drought was at its worst in 1984, it is in 1983 that it

• had the greatest economic effect, regional GDP declining by 0.2 per cent,

followed by a 1.2 per cent gain during 1984. This is due to two factors:

a) The small relative weight of ■ drought-affected ^countries in

$ regional output;

b) The behaviour of the oil market in 1984: some countries

increased their crude oil output, either because they were not

9 members of OPEC, or because they were able to produce beyond

their OPEC quota, as has been the case in Nigeria.

The appreciation of the dollar during 1984 boosted export revenues,

• particularly as many African exporters were earning dollars while importing

mainly from non-dollar areas in Western Europe.

But even if there was positive growth of output in 1984, it remained

• very much under population growth, which is now about 3 per cent a year. As a

result income per head for the region declined by around 1.6 per cent.

The African region completed the first half of the 1980s with an

• income per head 12 per cent below the 1980 level. In addition, Africa found

itself with a shrinking share of world trade, a persistent balance-of-payments

problem and a considerable foreign debt. According to ECA's estimates, by the



- 2 -

end of 1984 the foreign debt reached $158 billion or 203 per cent of exports #

of goods and services. In certain cases, the debt was practically

unserviceable, and an increasing number of countries had to resort to

rescheduling and to IMF borrowing. However, in the depth of these

difficulties, there was some glimmer of hope in that serious efforts at reform *

were being made by some countries and that positive results were being

recorded.

2. The aftermath of the drought _

In 1985, drought ended and the hoped-for recovery of agricultural

production was felt throughout the region, except in a few countries. One

good indication of the recovery of agriculture is cereal production, which is *

estimated to have been as high as 72 million tons in 1985 compared to only

56.1 million tons in 19Q4, a 28.3 per cent increase. But overall regional

output growth jfas still, much less than satisfactory. According to ECA

estimates, regional output grew in 1985 by 2.8 per cent only, a rate which is *

barely equal to population growth. The weakness of the 1985 recovery was due

to some of the factors below:

a) weak linkages between agriculture and the rest of the economy. »

b) weak external demand during the year. This is a crucial factor

as basic sections of the economy like Industrial crops and

mining are almost completely dependent on external markets. *

During 1985 demand for primary commodities was either stagnating

or rapidly declining as shown by the fall in prices and by the

lower expansion of world trade. According to the United Nations

Conference on Trade and Development (UNCTAD), commodity prices, *

excluding oil, fell by 10 per cent in dollar terms and by 8.7

per cent in terms of the Special Drawing Right (SDR). Oil

prices were subjected throughout the year to a considerable

downward pressure as demand remained extremely weak. After a *

temporary firming up in the last quarter of the year, they fell

sharply and at the time of writing, to under $15 a barrel.
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c) Cont inuing st rue tural problems in such economic sectors as

manufacturing which are affected by capacity underutlllzation,

poor raw material supply, poor management and the like, which in

many instances are related to poor plant designs.

Very few countries achieved substantial growth in 1985 (see Table

1). Oil-exporting countries improved their growth substantially from 1.7 per

cent growth only in 1984 to 3.1 per cent in 1985, but for non-oil-exporting

. countries growth was only 2 per cent in 1985. Sub-Saharan African countries

grew by only 2.1 per cent and by a negative 1.9 per cent if Nigeria is

excluded. As usual, the performance of North African countries was much

better and more stable, 3.1 per cent in 1985, and an average 3.7 per cent for

- 1981-1985 compared to an average of 0.2 per cent for sub-Saharan Africa.

Nigeria,, the largest economy in developing Africa, was seriously

affected; by the .> collapse" of the oil markqt which drasticalXy reduced her

» export revenues. " Her othej; problems included a sizeable commercial debt and

the fact that investments made during the oil boom were yielding low returns.

Egypt, the region's second largest economy, faced declining revenues

» from its exports of goods and services, while its burgeoning population was

outstripping its agricultural production. A high level of consumption is also

inhibiting much-needed investment. Debt was becoming a major worry, while

serious inefficiencies and disequilibria affected the economy: one of them the

- fiscal deficit, which the government had not been able to reduce.

Among the oil exporters, only Algeria and Cameroon can be thought of

as having achieved substantial and regular growth. In Algeria, however, the

* considerable investment made over more than a decade has yielded lower than

expected returns. It is also experiencing high debt servicing charges.

Cameroon is an exception, with its economy growing by nearly 7 per cent on

average since 1980, with the non-oil sectors (particularly agriculture)

* sharing In the expansion. The debt burden is also at a manageable level.

Among non-oil exporters achievements are much less satisfactory.

However, adjustment efforts seem to be succeeding in Ghana, where the economic

decline which continued for more than a decade has been halted. Similar



developments may be noted in Zaire, where a rigorous adjustment programme

(involving heavy debt repayments, the liberalization of prices, strict control

of expenditures) is being implemented despite the social costs.

Table 1

GDP growth rates by subregion and analytical groups, 1983-1985

(Percentage) -

1983 1984 1985

Central Africa

Eastern and Southern Afric^

North Africa : ■'■■

West Africa \ '-.

.Southern ^frica

Sub-Saharan countries

Sahelian countries

Oil-exporting countries

OPEC members

Non-oil-exporting countries

Least developed countries

Others

Drought-affected countries

All ECA member States

2.8

1.7.

3.3:

6.Q

1.3

2.6

3.5

0.7

3.1

0.8

1.2

0.5

1.4

0.2

4.1

0.1

3.8 ■;.

-2.6

1.3

-0.7

-5.7

1.7

0.7

0.2

-1.2

1.0

-0.6

1.2

2.3

1.8

3.1

2.9
2.;8

2.1

7.6

3.1

2.8

2.1

1.3

2.7

2.1

2.8

Source: ECA secretariat estimates

In Cote d'lvoire, a country whose rapid development was slowed down

in the late seventies by heavy debt and the contraction of external demand,

the application of a severe adjustment programme assisted by debt rescheduling

has succeeded in restoring equilibrum to the economy. Growth has resumed and

was estimated at 3.3 per cent in 1985, after two years of decline.

A worrying trend, which had not been reversed in 1985, was the

decline of investment in the region. This trend appeared in 1982 and has

continued since. Originally it was due to policy measures taken by oil

exporters which were forced to cut expenditures in the face of falling

revenues. Given their considerable weight in total output, these steps had
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brought down total regional investment. In non-oil-exporting countries in

particular, investment either fell or stagnated since the beginning of the

decade. In 1984 it fell by nearly 10 per cent and it is estimated to have

grown by only 2 per cent in 1985. Non-oil exporters were also forced to cut

down on expenditure, as they found themselves unable to finance their current

account deficits. Given the rigidities involved in consumption expenditures,

Governments found it much easier to reduce their development expenditure than

to cut into subsidies and other social expenditures.

Associated with the fall of investment was the drop in imports of

goods and services. These are estimated to have declined by a 1.5 per cent

after a fall of nearly 18 per cent in 1981-84. Such a development is not

healthy as it is translated into a reduced supply of imported inputs and raw

materials, as well as investment goods. As a matter of fact, the shortage of

imported inputs, components and raw materials as well as fuel account for the

observed capacity underutilization in the manufacturing sector.
■ . i -'

■- i

Regional exports of goods and services were up by 4.8 per cent in

1985, but this mainly benefitted oil exporters, and among them the non-members

of OPEC, as well as a handful of other non-oil-exporters which can be

classified as middle income countries. For non-oil exporters as a whole,

exports of goods and services grew by a mere 1.6 per cent in 1985.

Merchandise data at current prices point to a trade deficit, declining from

$15.6 billion in 1983 to $5.5 billion in 1985.

Debt and the Inability to service It assumed new dimensions in 1985.

Despite the successive reschedulings arranged by a number of indebted

countries, many of them experienced a bunching of debt service payments during

the year, and in some cases they were unable to meet their obligations. The

ECA secretariat estimates that external debt reached $162 billion at the end

of 1985, and that debt service payments increased to $19.5 billion, or 22.3

per cent of exports. The Sudan which had already rescheduled its debt in

1981, was faced with, debt service obligations amounting to over $1 billion,

and an unbearable debt service ratio of 157 per cent of projected 1986

merchandise exports. What compounded the debt issue were arrears owed to the
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IMF and World Bank by a number of countries, the payment of which is a

condition for continuing support. In fact in some cases one or both

institutions have suspended their operations in countries which did not

fulfill their obligations.

The rate of inflation seems to have abated in the region during 1985:

against an average at 19 per cent in 1984, it fell to 13.8 per cent for the

first two quarters of the year. In effect, some countries which experienced

extremely high rates of inflation in 1984 succeeded in lowering them

substantially. This was particularly true in the cases of Ghana and Zaire,

where the implementation of adjustment programmes succeeded in bringing down

the rate of inflation. This achievement was considerably assisted by

declining import prices, as well as internal policies designed to limit

recourse to deficit financing.

3. Major domestic sectors

3.1 Agriculture

As can be ascertained from previous comments, the 1985 recovery has

essentially been an agricultural one. According to the FAO, agricultural

production rose by 4.2 per cent, practically all areas sharing in the

expansion, with exceptional growth in North Africa (10.2 per cent) and in the A

Sahel (14.6 per cent). As reported by the FAO, the food supply situation was

back to normal in nearly all areas. In national accounts terms, agricultural

value added increased by 3.2 per cent after a decline of 2.8 per cent in 1983

and a rise of 0.4 per cent only in 1984. The 21 drought-affected countries, m

registered a 2.8 per cent growth in agricultural value added, following a fall

of 6.6 per cent in 1984. There are still areas of concern in Botswana,

Ethiopia, and Mozambique.

Food production has been the main factor in the recovery of

agriculture, with a particuarly large growth in cereal production, which

gained nearly 30 per cent, as already reported. Roots and tuber crops which

are drought resistant have slightly declined by 1.7 per cent and this decline

probably represents a return to normal cropping at the end of the drought.
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Industrial crops have also shared in the upturn. For them, external

demand factors are very crucial as the prices of most of the them are subject

to international agreements. For coffee, production has been forecast at 1.4

million tons in 1985, a 21.7 per cent increase over 1984. There are big gains

for almost all major producers, particularly Cote d'lvolre which produced 4.7

million bags, the biggest out-turn since 1980/81. The temporary shortage

created by drought in Brazil greatly benefitted African producers, the price

of coffee rising by 50 per cent in December 1985 to 200 U.S. cents a pound.

For cocoa the position is less positive, production having dropped,

particularly in Cote d'Ivoire. The sole gainer has been Ghana, where

production is up to 230,000 tons, under the impulse of considerably improved

conditions for producers in terms of price (raised by 50 per cent, after

previous rises in 1983 and 1984), payments schedules, marketing etc. World

market conditions are such that the 1984/85 harvest produced a substantial

surplus over consumption which does not give much room for further production

increase.

Tea production rose by 9 per cent in 1985, spurred by favourable

government policies in Kenya and Malawi, and by an exceptional price rise in

1984. But in 1985, prices slumped by a considerable 59 per cent. Cotton

recovered strongly, particuarly in Sudan and in the franc zone countries, but

the production upsurge was accompanied by very low prices, reported at

nine-year low. With the good weather, groundnut production rose 17.6 per

cent, particularly in Sengal, Sudan, Nigeria and Zaire. But in the Gambia,

which is extremely dependent on the crop (it provides over 50 per cent of

export revenues), there was a 52 per cent drop in groundnut sales in 1984/85.

Production of sugar has increased by 5.8 per cent, with gains for most

producers. But, for sugar exporting countries, market conditions were

extremely unfavourable. Prices are below production costs and represent a

major problem for African producers whose non-quota sales are seriously

threatened.

During 1985, there were further indications of a growing policy shift

in Africa towards providing more resources to agriculture and creating more

favourable conditions for agricultural producers. Not only have producer

prices been raised in an increasing number of countries, budget allocations

have also been increased and more funds allocated under development plans and

programmes. In the 1986 Nigerian budget for example, agriculture is allocated
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12.6 per cent of total capital expenditure allocations, compared to only 5.2

per cent in 1985. This policy shift is in conformity with the programme of

action adopted by the OAU Heads of State and Government during their July 1985

Session in Addis Ababa, which calls for the allocation of at least 20 per cent

of investment budgets to agriculture.

3.2 Mining

Ever since the first "oil shock" of 1973-1974, the mining industry

has assumed a vital importance for the region. Mining provides a fifth of

regional output, and up to 71 per cent of exports. However, the sector Is in

difficulties, hurt by the fall in the oil market and by poor demand for other

minerals. In 1985, it is estimated by the ECA secretariat that value added

grew by a mere 1.4 per cent, after 6.0 per cent in 1984, most of the

difference being attributable to oil.

Oil production, in fact increased by 2.3 per cent only in 1985

compared to a rise of 7.6 per cent in 1984. Apart from technical problems in

some producing countries, weak demand was the decisive factor in the lower

growth. During 1985, there was a degree of demand upsurge in the last quarter

because of stock-building for the northern hemisphere winter, but this was a

short-lived phenomenon, and on the whole, demand was practically weak. OECD

estimates that total demand for oil remained at 46.1 million barrels a day in

1985, unchanged from 1984. Such a situation considerably increased downward

pressure on prices and further weakened the OPEC cartel position. At its

December 1985 meeting, OPEC switched to a policy of defending its market

share, which has shrunk by more than half since 1973-1974. With Saudi Arabia

raising its production and North Sea oil producers not agreeing to limit their

production to accommodate OPEC, prices declined rapidly and may now fall below

$15 a barrel. Such a situation is of course highly unsatisfactory for African

oil producers, which are hard-pressed for revenues. Nigeria for example,

which has to service a large short-term debt, bases her 1986 balanced budget

on a specific assumption about the level of oil prices in 1986. Falling oil

prices may force a revision of that budget. Other African oil producers are

similarly likely to incur large losses with falling prices.
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Other mineral products performed no better in general than oil during

1985, though the situation in 1984 had improved on that of 1983 in terms of

production. A look at performance in the main mining countries does not give

an encouraging picture. In Zaire, mining production dropped by 1 per cent

during the first three quarters of 1985, with losses in most ores . In

Zambia, copper output was down from the 1984 level as a result of various

shortages and to the impact of a strike. In Zimbabwe, however, performance

was better: the sector grew by 4 per cent. Botswana also recorded good

results, with diamond earnings in 1985 at $300 million compared to $176

million in 1984. In Morocco phosphate production was up, revenues increasing

in a favourable market. But Guinea, the main bauxite producer, made no gains

during the year, and in Niger, which is dependent on uranium exports, uranium

production fell by 8.4 per cent in 1985.

3.3 Manufacturing

Manufacturing industry in Africa still represents a small proportion

of total output - about 11 per cent of GDP. In 1984 and 1985, manufacturing

was adversely influenced by drought (which cut into agricultural raw

materials) and balance-of-payments problems. In 1985 however there was

recovery and the sector is estimated to have grown by nearly 5 per cent at the

regional level.

In Algeria, manufacturing output is about 20 per cent of the GDP -

the result of considerable investment in the past decade. Manufacturing

growth is steady but there are problems like inefficiency and low capacity

utilization. Available evidence points in the direction of an improvement in

the latter as a result of reforms carried out by the government. In Nigeria,

the drastic import control programme has cut into the input supply of inputs

and the manufacturing sector recorded large losses in output. In 1985, there

was a recovery, manufacturing output grew by 4.8 per cent. But prospects

remain poor, and lay-outs and capacity under-utilization are major problems.

In Zaire, the manufacturing sector is benefitting from the favourable

effects of the adjustment programme, and production is reported to have

increased by 6.9 per cent in the first three quarters of 1985, though

businesses are still hurt by liquidity problems. In Zimbabwe, one of the most
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industrialized countries in the region, the manufacturing sector has continued

to lag, beset by input problems and by market difficulties. It is also

affected by rising costs. In Cote d'lvoire where the expansion of

manufacturing has been halted by the economic crisis, especially 1984,

recovery has come in 1985. Gross industrial output has grown by around 8 to 9

per cent, one of the best results for many years.

Overall, though, manufacturing is a sector with deep-seated

problems. Dominated by the public sector, it is characterized by plants often

not properly designed, with overmanning and poor management, poor quality

products and limited capacity to export. Many plants built at considerable
m

costs, either have never functioned or can do so only if additional costly

redesigning is carried out. In some countries, the whole public sector is in

deficit, requiring continuous injections of public finance. Reforms have been

started in many countries, to rationalize the sector and base its operations

on more strictly economic .criteria, but progress remains slow.

4. External Performance in 1985

After a sharp rebound in 1984, there was a slow-down in the world

economy in 1985. The deceleration of the growth in the world output was

mainly attributed to the reduction of the growth rate in the United States.

The economic growth in some South-eastern Asian countries also fell while in

Western Europe it improved slightly in 1985 compared with 1984.

The rates of inflation In industrialized countries remain low and are

probably declining. In September 1985 the annual rate of inflation fell to

3.8 per cent for all industrialized countries, compared to 4.8 per cent in

1984 and 5 per cent in 1983. But apart from the United States, there has been

no gain as far as employment is concerned. In the United States, the rate of

unemployment has fallen only slightly, while in Europe it went up again,

giving a level of around 8 per cent for OECD as a whole.

The real export receipts of developing countries grew only marginally

in 1985, while their imports fell slightly because of lower foreign exchange

earnings and, the pressure of debt repayments on their balance of payments.
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Many countries have adopted import compression policies, with the result that

the current account position of developing countries as a whole is showing a

slight improvement.

The value of Africa's exports declined by 4.5 per cent in 1985 to

$72 billion. The volume of exports increased marginally while export prices

fell by 5 per cent. The value of Africa's imports declined by $10 billion in

1985 to $72.4 billion. The fall was mainly caused by smaller volume, but

prices declined too. The trade deficit of Africa, which was about $7 billion

in 1984, fell substantially to $0.4 billion in 1985.

Oil exporters accounted for 65 per cent of Africa*s total exports in

1985 when their combined exports fell by 6.6 per cent. Angola and Cameroon

performed well.

\

Exports from Su)>-Saharan Africa stagnated at $27.2 billion, while

value of imports into Subr-Saharan Africa fell by 8 per cent in 1985. Imports

declined because of falling prices and the lack of foreign exchange. The

trade deficit of. Sub-Saharan Africa improved in 1985 to $1.6 billion. The

volume of exports of the drought-affected African countries remained unchanged

in 1985, while their volume of imports fell by 2.6 per cent.

The commodity structure of Africa's trade is characterized by exports

of primary products and imports of manufactured goods. According to

preliminary ECA secretariat estimates, the share of crude oil, mineral

products, tropical beverages, other primary commodities and processed

petroleum in exports was about 90 per cent while the share of manufactured

goods in imports was about 62 per cent in 1985.

The prices of Africa's exports and imports fell in 1985, as they have

done each year since 1982. While the fall in the import price index was the

lowest for five years, export prices fell more steeply causing a fall in the

terms of trade.

Africa's terms of trade (1980=100) deteriorated by 4.5 per cent in

1985. This fall was in sharp contrast with the improvement of 5.4 per cent In

1984. The purchasing power of Africa's exports fell by 4.1 per cent in 1985,

compared with an improvement of 9.4 per cent in 1984.
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The decline of Africa's share in the world trade has continued in *

1985. Its exports and imports accounted for 4.2 per cent and 4 per cent

respectively of world totals. There have been sharp falls in these shares in

recent years.

In 1985 the developed market economies were the most important

partners in Africa's trade. In the first half of 1985 the shares of Europe

(including the U.S.S.R), North America, Asia (excluding the U.S.S.R) and Latin

America accounted for 59.5, 14.5, 13.0, and 5.7 per cent respectively in «

Africa's total trade. Compared with the first half of 1984, the value of

intra-African trade fell by 8.7 per cent in the first half of 1985.

Developing Africa's current account deficit was about tl3 billion in #

1985, $2 billion less than in 1984 and about half as much as the record high

deficit experienced in l^Bl and 1982. The improvements were caused by falling

imports, and accumulated \ trade arrears. .The current account deficit was

equivalent to about 21 pe): cent of exports and were more than 4 per cent of #

GDP in 1985.

The evolution of African currencies at the end of 1985 (weighted by

the value of exports in 1980) showed an average 7.8 per cent fall against the +

United States dollar compared with the situation at the end of 1984. However,

in this period, the currencies of 25 of African countries appreciated against

the dollar. The Special Drawing Right appreciated against the dollar in 1985,

and African currencies were 16.9 per cent weaker against the SDR. £

5. Policy reforms and measures

The recent drought highlighted most clearly that the underdeveloped f

stage of agriculture has magnified and aggravated the effects of climatic

change. The need for change seems to be well accepted by policy makers across

the region and clear signs of this were apparent at the OAU Assembly of Heads

of State and Governmnt held in Addis Ababa in July 1985 with its adoption of a #

"Declaration of the Economic Situation in Africa" and "Africa's Priority

Programme for Economic Recovery 1986-1990". These two documents indicate that

policy makers are well aware that, even if external factors have played their

part in present difficulties, internal policy failures are also to blame. One ft
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particularly important recommendation of the Priority Programme is the one

calling on government to considerably increase resources allocated to

agriculture and provide necessary incentives to producers, including price

incentives.

The questions of incentives is a central one, for it entails a

fundamental choice between a policy relying on the micro actions of producers

guided by prices, i.e. on a policy relying more on regulations and

directives. Market policies have been strongly encouraged by such

institutions as the IMF and the World Bank. As finance has become more and

more contingent on IMF sanctioned adjustment packages, countries have been led

willy nilly to introduce more and more liberalizing measures. The number of

countries entering into stand-by agreements with the IMF has been increasing,

and some of them have applied quite drastic and severe adjustment programmes.

Good examples are Ghana, Mali, Zaire and Zambia.

In Ghana, far reaching measures have been taken to devalue the

currency, liberalize prices, raise producer prices for key exports like cocoa,

remove subsidies, particularly for petroleum products. In Mali, the

Government has taken steps to decrease its stake in the economy by privatizing

the State-owned enterprises. In Zambia, measures taken in 1985 include a

drastic devaluation of the currency, the Kwacha, by more than 60 per cent.

Devaluation remains one of the controversial issues in stabilization

programmes in Africa. In Nigeria, It was one of the reasons for the failure

of that country and the IMF to agree on an adjustment programme, though

Nigeria's 1986 budget includes series of measures which were contained in the

IMF proposal. Equally controversial is the issue of subsidies. Subsidies

have come to represent a large expenditure item, making it possible to provide

basic necessities to sizeable parts of the population at low prices, and are

thus extremely difficult to cut or even reduce substantially. Attempts at

reducing them have triggered considerable opposition with political

consequences. In Egypt, subsidies including food and petroleum are costing

the budget some $5 billion a year or (25 per cent of GDP) and are only now

beginning to decline.
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Taking into account the policy changes announced and put into effect

by Governments across the region, it would seem that the overall direction of

change is towards more market freedom, more emphasis on producer incentives,

increased resource allocation to agriculture, and the reform of the public

sector to ensure greater profitability. In some cases these policies have

already borne encouraging results, as can be seen in Ghana and Zaire. But

these policies seem to require more time than expected to produce desirable

results, as rigidities in African economies may be more stubborn than commonly

expected. Also economic progress ultimately needs an increase in investment,

which is not at present forthcoming as resources for investment are diverted

into debt service obligations and limited by the reluctance of foreign

investors to commit themselves in the region.

On the other hand, there are cases where Governments have continued

to emphasize the traditional planning approach. This approach relies on a

massive mobilization of productive forces to overcome constraints to growth,

and is exemplified by the "People's Development Programme" in Burkina Faso,

which aims at mobilizing the population through a network of grassroots

organizations tp carry out development work. In Ethiopia, a massive

reorganization of rural life is underway under the villagization programme, in

the mould of the Ujamaa experiment in the United Republic of Tanzania.

The debt issue remained one of the more vexing problems for the

region during 1985, as many countries were faced with damaging increases in

their obligations. In the Sudan, for example, the debt appears unserviceable

unless further aid is granted. Even the Central African Republic, whose debt

is minute in international terms, had to pay up to 10 billion CFA or a quarter

of its budget revenue in 1984, to service its debt. Clearly an international

solution is needed, as called for by the Addis Ababa Declaration.

6. Developing Africa's Economic Outlook for 1986

6.1 Introduction

In 1986 the output of the industrialized and developing countries is

expected to grow by about 2.8 per cent and 3.5 per cent, respectively. The

growth of world trade is forecast at 3.8 per cent. This moderate growth will
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4 be accompanied by lower rates of inflation and high unemployment rates in many

developed countries. Several oil exporting countries will not be able to meet

their financial obligations and this will cause considerable strain on the

world financial system.

In this situation developing Africa's prospects for 1986 appear

mixed. External demand for exports from developing Africa is expected to be

slightly higher, but prices will be substantially lower. The loss of foreign

9 exchange earnings will be partially offset by increasing resource flows.

6.2 Production

4) The weather is expected to be normal or favourable in 1986, but

agriculture will grow only slowly as a result of outdated techniques, poor

distributions systems, low prices and the after-effects of the drought.

However, in Kenya, Malawi, Zambia and Zimbabwe strong progress is expected.

# Moreover, the supply position of raw materials for agriculture-based

industries will be restored.

The mining sector is also entirely export-dependent, and is likely to

^ suffer from poor demand. Oil extraction will of course be seriously hit by

the sharp decline in prices, non-OPEC producers being as much affected as OPEC

members. For the other major mineral products - bauxite, cobalt, copper, Iron

ore, tin and uranium - prospects are also poor: the tin market collapsed

4 during 1985, following the build-up of huge stocks, with adverse repercussions

for other metal and non-metal ores. There are some bright spots, however:

demand for cobalt is likely to rise in 1986.

# Manufacturing prospects in 1986 are unclear: in most countries the

sector is plagued by various problems ranging from overmanning to extremely

low capacity utilization. In 1986 better raw material supplies will be a

positive factor, but the sector will continue to suffer from shortages of

t imported inputs. This is particularly true in the case in Nigeria, where

imports in 1986 will be subject to a 30 per cent supplementary surcharge,

besides being limited to a level far below that prevailing at the beginning of

the decade.



- 16 -

Account must also be taken of such Government action as the various

measures taken to liberalize prices and trading systems, readjust currencies

and cut budget deficits. Experience in Ghana and Zaire has shown that such

policies provide a significant stimulus to agricultural production and to

export-oriented industries generally, but at the same time there are

depressing effects from a fall in investment. Moreover, the debt burden will

cut substantially into the resources available for investment.

On balance, the ECA secretariat projections for 1986 (see Table 2)

give a growth rate for the whole of developing Africa of only 2.8 per cent.

Domestic demand will contribute most of the growth (2 per cent), coming mostly

from private consumption, while investment (fixed capital formation) will fall

marginally. The external sector will contribute about a third of the growth,

with weak export performance"and a renewed fall in imports. : \

The oil exporters will perform less satisfactorily in 1986 than in

1985, an inevitable outcome of falling oil prices. They are projected to grow

by 2.7 per cent compared to 3.1 per cent in 1985. In contrast, growth in

non-oil-exporting countries will improve by a full percentage point from 2.2

per cent in 1985 to 3.2 per cent in 1986.

Central Africa is expected to be the best-performing subregion,

(growing by 3.9 per cent) because of good growth prospects in Angola,

Cameroon, the Congo and Rwanda. Eastern and Southern Africa will grow by 3.0

per cent. In North and West Africa growth Is expected to fall to 2.7 per cent

from 3.1 and 2.9 per cent respectively in 1985. In a reversal of the previous

state of affairs, and because of the fall in oil prices, Sub-Saharan Africa is

expected to grow by 3.0 per cent, a little higher than the projected growth

rate for North Africa. In the Sahel region, after the recovery of 1985,

growth is expected to slow down to 4.4 per cent.
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Table 2

GDP growth rates by subreglon and analytical groups, 1985-1986

(Percentage)

1985 1986

Central Africa 2.3 3.9

Eastern and Souther Africa 1.8 3.0

» North Africa 3.1 2.7

West Africa 2.9 2.7

Southern Africa 2.8 1.6

Sub-Saharan countries 2.1 3.0

Sahelian countries 7.6 4.4

Oil-exporting countries 3.1 2.7

♦ OPEC members 2.8 2.9

Non-oil-exporting countries 2.1 3.0

Least developed countries 1.3 3.5

Others 2.7 2.8

Drought-affected countries 2.1 3.3

All ECA member' States ; 2.8 2.8

# ;

Source: ECA secretariat estimates

In the drought-affected areas, a more favourable climatic condition

is expected to result in significant improvement in the growth of output.

This is projected to grow from 2.1 per cent to 3.3 per cent in 1986. Only a

handful of countries will achieve acceptable growth rates in 1986. These

include Cameroon, the Congo, Kenya, Mauritius and Rwanda. They are expected

to grow by more than 5 per cent. These projections are of course tentative,

and a worse scenario is not excluded, which could result in overall growth

falling to only 2 per cent. In particular, the recent steep fall of oil

prices will certainly have a deep effect on the economic fortunes of oil

exporters which are faced with revenue shortfalls much bigger than expected.

Tentative projections (Table 3) indicate that Africa's export prices

in 1986 will experience one of its largest declines ever, at a time when

import prices (which have hitherto been falling) are expected to rise. The

consequence is a projected increase in Africa's trade deficit after three

years of decline. Africa's oil exporters will experience a big decline of

their export earnings in 1986. Their terms of trade are forecast to decline



- 18 -

by 23 per cent, the biggest one-year fall ever. The value of developing

Africa's exports in 1986 is forecast to be less than half of the peak value of

1980 and lower than it was in 1978. The fall of crude oil prices will push

the share of oil in the imports of developing Africa below 10 per cent in 1986.

Table 3

Merchandize trade of developing Africa, 1984-1986

(Percentage change over preceding year)

1984 19851/ 1986V

Value SJ
Exports

Imports

Volume d/
Exports

Imports

Unit value $!
Exports

Imports

Terms of trade

Purchasing power of exports

4.5

6.9

5.2

3.2

0.7

3.8

3.2

8.6

-4.3

-7.9

0.5

-5.4

-4.8

-2.6

-23

-1.7

-16.9

0.1

3.2

-2.1

-19.5

2.2

-21.2

-15.1

Source: ECA secretariat

a/ Preliminary estimates

bf Forecasts

c/ In dollar terms
a7 Measured in 1980 dollar terms
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Africa's terms of trade is projected to worsen again in 1986. This

time, oil exporters will be the major losers. The purchasing power of their

exports will similarly decline. But 1986 will bring substantial relief to

non-oil-exporting developing countries. Their terms of trade are expected to

improve by 8 per cent as a result of higher coffee and lower crude oil prices.

Africa's share in the world trade will fall substantially in 1986 and

the contraction will be bigger in its exports. The direction of trade is now

expected to alter significantly in 1986. Both exports and imports will be

dominated by the developed market economies. Prospects are not bright for the

volume of Intra-African trade. Available information points to stagnation at

present levels or even to a decline.

In 1986 Africa will export more coffee than previously, and the

prices will be substantially higher. As a consequence several coffee

exporters (Cote d'Ivoire, Kenya, Madagascar and others) should experience an

increase in their foreign exchange reserves.

As can be seen in Table 4, the balance of payments of developing

Africa will deteriorate in 1986. Imports will continue to fall, accompanied

by a dramatic decline in export earnings. As a consequence, large deficits

are expected in both the trade and current account balances. The size of the

deficits will be close to that of 1982. Despite an increase in capital flows,

international reserves will fall to their lowest level in the 1980s and at the

end of 1986 they will be sufficient only to cover eight weeks of imports.

African currencies will decline in 1986 against the dollar and against the

Special Drawing Right as a result of this deteriorating external situation.
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Table 4

Balance of Payments of Developing Africa, 1984-1986

(Billions of Dollars)

1984 1985CA) 1986 (B)

Exports (F.O.B)

Imports (F.O.B)

Trade balance

Services and private trasfers (Net)

Balance on current account

Official transfers (Net)

Capital (Net)

Errors and omissions (Net)

Total change in reserves

62.7

63.5

-0.8

-14.1

-14.9

3.3

9.7

0.7

1.2

60.5

60.0

0.5

-13.4

-12.9

3.6

9.7

1.8

-2.2

53.0

59.0

-6.0

-14.0

-20.0

3.8

12.0

0.1

4.1

Sources: ECA Secretariat.

(A) Preliminary Estimates. (B) Forecasts

As a result of the expected drastic fall in export revenues in 1986,

developing Africa's debt service as a proportion of exports of goods and

services will increase to record high levels. This will continue, perhaps

more than before, to constrain the development prospects of these countries if

no positive steps are taken. There can therefore be no better opportunity

than now for the implementation of the call of the 21st OAU Assembly of Heads

of State and Government for an International Conference on Africa's

Indebtedness. The less-than optimistic prospects for 1986 also make the

implementation of another call of the Assembly - the revitalization of African

agriculture as a basis for the rehabilitation of African economies - equally

urgent. In the spirit of that call, the second part of this Report addresses

itself to the root causes of under-development of African agriculture and the

policy reforms required to revitalize it.
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PART II: AGRICULTURAL POLICIES AND PERFORMANCE*

1. Introduction:

1.1 Beyond the Drought Crisis

As was observed earlier in this Report, the African region appears to

be successfully emerging from the 1983-85 drought, the impact of which was

very severe both in terms of human misery and loss of output. The drought

underscored the basic weaknesses of Africa's agriculture - its undue reliance

on and vulnerability to climatic conditions, its underdeveloped nature and

policy shortcomings not only in that sector but in overall national economic

management. These weaknesses partly explain why after twenty five years since

most African countries achieved independence the continent is still profoundly

agrarian and the poorest part of the world economy.

It is against this grim background that the expression of deep

concern over Africa's economic situation in general and agriculture in

particular, by the 21st OAU Assembly of Heads of State and Government has to

be seen. The concern lies behind the adoption of a Declaration on the

Economic Situation in Africa and Africa's Priority Programme for Economic

Recovery. The centrepiece of that Recovery Programme is the revitilization of

African agriculture, the main ingredients of which are the identification of

the root causes of Africa's food and agricultural crises; increased resource

flows to agriculture; adequate Incentive systems and policy reforms. The aim

of this section of the Report is to Identify the root causes of

underdevelopment of African agriculture and propose some needed policy reforms

In order to achieve the required turn-around not only in that sector but in

the entire African economic fortunes.
■-*

1.2 The Problem

The fundamental problems addressed are: what is the relationship

between agricultural policies and performance, and what can be done to

increase agricultural production, rural incomes and employment generation over

the coming five to ten years? The premise of this chapter is that the failure

to develop the institutional base for smallholder agriculture over the past

several decades is a neglected but strategic explanation of Africa's present

agrarian crisis.
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Africa's agrarian crisis must be examined as an integral part of the

1/ •
multiple economic crises facing the continent.— The discussion focuses on

the 1970-85 period for several reasons: First, in the early 1960s Africa was a

modest net exporter of staple food, but by the mid 1960 's it was a net

importer of food. Second, food production grew at only half the rate of ~

population growth from 1970-84 compared to earlier periods when it grew at

roughly the same rate as population. Third, grain imports rose 640 per cent

between 1961-63 and 1980-82 and the cost increased 1936 per cent. Fourth,

food aid increased 300 per cent from 1970 to 1980 and another 400 per cent _

from 1980 to 1985. Fifth, per capita official development assistance (ODA) in

African is substantially higher than in Asia and Latin America and it accounts

for a large share of capital investment in African agriculture. These findings

add up to a dramatic increase in Africa's food dependence on industrial A

2/ m
countries - especially since 1970.—

2. The Role of Agriculture in Economi_c_Deve 1opment

2.1 Historical Insights

The role of agriculture in short and medium term development

strategies is one of the most complex issues on the policy agenda of any —

country. The experience of industrial countries reveals that the role of

agriculture in economic development depends heavily on the state of economic

development of a nation, the ratio of population to land, the goals that the

political system assigns to the agricultural sector and a number of other _

factors. In the long run, the share of agriculture in total value added

declines because there is a physical limit on the amount of food that can be

absorbed by the human stomach. This constraint ensures that the income

elasticity of the demand for food declines as per capita incomes increase over »

time. Hence, agricultural resources - labour and capital - can be transferred

to non agricultural occupations over time as increasing agricultural

productivity reduces the percentage of the labour force required to produce a

nation's food supply. _

With this long run experience of industrial countries in mind, it is

understable why many international advisors recommended large scale farms,

subsidized farm mechanization, and encouraged rural to urban migration as

short run development strategies in Asia and Latin America in the 1950s. For



» example, Benjamin Higgins, frequent economic advisor to the government of

India in the 1950s, boldly advanced the thesis that the only means to a

"cumulative improvement in agricultural productivity" is a public policy

designed to make labour relatively scarce in agriculture by simultaneously

a shifting to a more mechanized and larger-scale agriculture and encouraging a

3/
rapid rate of the industrialization.— Higgins' view of "forced

industrialization" was also shared by many advisors in Africa. For example,

A.F. Ewing, industry advisor to the ECA, boldly asserted in 1968 that

4/
*. industry is the sole means of raising the productivity of an economy."—

With this advice from international consultants and a natural urge "to skip

stages of development", it is understandable why many African states neglected

agriculture in the 1960s and 1970s and invested heavily in industrial and

£ social services such as education, health and rural water supplies.

An analysis of the historical experience reveals a fundamental

difference in the rate of population growth in the industrial countries during

,1 their early stage of modern economic growth and in Africa today. For example,

Africa's population growth increased from 2.3 per cent in 1960 to 3.1 per cent

in 1980 and about 3.2 per cent in 1985, the highest of any continent. The

present rate of about 3 per cent is roughly tripple the annual rate of growth

I of population in the Netherlands and Denmark from 1850 to 1900 and in Japan

from 1890 to 1915. Because of Africa's high rate of population growth and the

difficulty of absorbing agricultural labour in industrial and urban

employment, Africa will undoubtedly remain a predominately agrarian c<»ntinent

H for the next 25 to 50 years. For example, in 1986, an estimated 80,000 people

will enter Zimbabwe's labour force, but the modern industrial/service sectors

will open up around 6,000 jobs. In Kenya, an estimated 8 million additional

people will have to be absorbed in the labor force between 1985 and 2010.-

4

2.2 Linkages Between Agriculture and Industry, and Farm and Rural

Non-farm Sub-Sectors

4 It is well known that agriculture can make five strategic

"contributions" to national development: (1) production of food; (2)

generation of foreign exchange through the sale of export crops and livestock;

(3) capital transfers to the non-agricultural sectors; (4) labor for

9 non-agricultural sectors; and (5) a market for agricultural inputs and

consumer goods produced by the industrial and service sectors. But to
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emphasize the contribution of one sector such as agriculture to national

development is a form of "agricultural fundamentalism" that is just as

unproductive as those advocating "industrial fundamentalism". Because of the

reciprocal nature of investments in agriculture, industry, transportation etc,

the challenge for economists is to understand the dynamic nature of sectoral

interactions over time, rather than playing up the contribution of any one

sector to national development. The 21st OAU Assembly of Heads of States and

Governments explicitly recognized the importance of the linkages between the

agricultural and industrial sectors and between domestic and international

economic policies .—

Albert Hirschman coined the concept of "linkages" to examine how,

during the course of economic development, investment in one type of economic

activity induced subsequent investment in other income generating activities.

The concept of linkages is valuable in speculating about the

inter-relationships between the agricultural and the industrial sectors and

interactions within a sector such as agriculture. In his influential book The

Strategy of Economic Development (1958). Hirschman asserted that"agriculture

certainly stands convicted because of its lack of direct stimulus to the

setting up of new activities through linkages effects - the superiority of

manufacturing in this respect is crushing"- Although Hirschman lacked

empirical evidence to support his belief in the superiority of manufacturing

over agricultural investments, his widely cited book may have partly

contributed to the anti-agricultural view that was so common among development

economists in the 1950s and 1960s.

There is no substantial empirical evidence of backward and forward

linkages between agriculture and other sectors in Africa but there is an

increasing recognition that labour allocation between farm and off farm jobs

is crucial in understanding smallholder decision-making in Africa. For

example, farm management studies in Africa in the 1960s and 1970s revealed

that as much as 25 to 50 per cent of the annual labour supply of farm

households is spent on rural non-farm activities such as small-scale industry,

rural public works (e.g. road construction and maintenance, irrigation etc.,)

and trading. But the quantity of labour that a farm family allocates to rural

non-farm jobs is highly seasonal because of the varying requirements of the

agricultural calendar.
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Many African governments and donors promoted large scale industry as

the centerpiece of industrial development strategies in the Third World in the

1950s and 1960s. However, because of the widespread failure of large scale

industry, small scale industry has emerged as a matter of great interest among

policy makers and international agencies in the 1970s and 1980s. For example,

the Lagos Plan of Action urged African countries to create "a network of small

and medium scale industries as well as actively promoting and encouraging the

informal sector".

A number of researchers have marshalled an impressive body of

evidence that small industry can generate as much value added and economic

rates of return to capital as high or higher than large scale industry in

Africa. In addition rural small scale industry is attractive because of its

job creation potential and its self financing ability. In summary, because of

increasing population pressure, job creation in rural areas should be given

high priority until fertility rates can be reduced. As a result, rural small

scale industry should be an important component of job creation and rural

mobilization for African states.

3. Agricultural Policies and Performance: Lessons from the 1970-85

Period

3.1 Five Prime Movers of Agricultural Development

Currently many international agencies are preoccupied with economic

policy reforms as the keystone in restating African economies. However, the

historical record reveals that there is no single variable - drought,

technology, ideology, or pricing policy - that can explain agricultural

g stagnation or development. The historical record has shown that agricultural

development depends on the historical process of bringing more land under

cultivation and five prime movers of agricultural development. These prime

movers are:-

(1) New technology that is produced by public and private investment

in agricultural research.
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(2) Human capital and managerial skills that are produced by f

investments in schools, training centres and on-the-job

experience,

(3) Accretionary growth of biological capital investments such as ^

improving livestock herds and physical capital investments in

infrastructure such as small dams, irrigation and roads.

(4) Improvements in institutions such as marketing, credit and ^

agricultural research and extension services.

8/
(5) Favourable economic policy environment.—

The role of three of these five prime movers will be examined with

emphasis on the 1970-85 period.

3.2 Technology Policy .

Investment in agricultural research to produce a continuous stream of

new technology is one of the strategic prime movers of agricultural

development. Public and private investment in agricultural research is a 4,

highly profitable form of investment. More than 50 empirical studies in

industrial countries and in Latin America and Asia reveal that agricultural

research is a profitable investment activity. In fact the annual rate of

return on investment in agricultural research ranges from 10 to 100 per cent *

per annum with 40 - 50 per cent being the average return. But there is a

large gap in our knowledge about the economics of agricultural research in

Africa. For example there are presently no African case studies in the 50

worldwide studies of the economics of investment in agricultural research. As *

a result, proposed investments in agricultural research in African usually

draw on the results of studies from other continents to justify the proposed

investment.

At independence, there were two clear biases in national research and

extension services in Africa. The first bias - the export crop bias - is well

known, well documented and defensible in light of the narrow objective of

colonial research systems - to assist in producing a marketable surplus for *

the metropole. The second bias - the extension bias In Ministries of



- 27 -

Agriculture - is less well known and debated. In 1959, there were an

estimated 1900 agricultural research scientists and 29,000 extension worksers

9/
in Africa, on a ratio of roughly 15 extension workers per researcher.— By

contrast, the ratio of extension workers to researchers was much lower in

other regions as shown in Table 5.

Table 5

Trends in the Ratio of Agricultural Extension

workers to Research Scientists, 1959-1980

Region 1959 1970 1980

Industrial Countries

Western Europe

Eastern Europe & USSR

North America and Oceania

Third World

Latin America

Asia

Africa

2.

1.

1.

56

64

61

1.

0.

1.

94

98

29

1

1

1

.43

.07

.10

2.

8.

14.

35

55

96

2.

7.

15.

21

28

25

2

5

9

.68

.06

.88

Source: Adapted from Ann M. Judd, James K. Boyce and Robert Evenson,

"Investing in Agricultural Supply", Economic Development and

Cultural Change, 1986, forthcoming.

What explains the dramatic difference in the relative stock of

extension workers and researchers in Africa, Latin America and Asia in 1959?

Why did African states hire an additional 50,000 extension agents and 6,000

researchers over the 1959-80 period.— There are three answers to these

questions. First, most colonial research organizations - with the exception

of Belgium - focused on export crops because, it was assumed that subsistence

farmers could meet their food needs by expanding the acreage under cultivation

amost automat ically in line wi th populat ion growth. Second, during the

colonial period it was assumed that farmer motivation rather than technology
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was the key barrier to agricultural change and that extension workers were 4

needed to motivate farmers to adopt improved farming practices. Third, it was

assumed that inexpensive extension workers (mainly Africans) were a substitute

for relatively expensive research workers (mainly expatriates).

In summary, newly independent African countries inherited two

technology policies that delayed the expansion of good crop research In

Africa: the export crops bias of national research services and the extension

bias in Ministries of Agriculture. A

Two additional technology policies of the 1970s affected the speed at

which food crop technologies were produced over the 1970-84 period. The first

was the decision of donors to invest heavily (in relative terms) in developing *

four new International Agricultural Research Centers (IARCs) in Africa rather

than Investing in strengthening national research services. In making this

decision, donors overlooked or ignored the agricultural research history of

Africa which has shown that national research services can be a source of *

great creativity. For example, national research services were the source of

improved cotton varieties in Mali, and Uganda, hybrid palm varieties in Zaire

and Nigeria, groundnut varieties in Nigeria and Senegal and hybrid maize in

Zimbabwe in the 1950s and in Kenya in the 1960s.— ^

The second technology policy choice of the 1960s and the 1970s was

the decision of three of the IARCs In Africa and many of the national research

services to rely heavily on international technology transfer - i.e. borrpwing 4

technology from IARCs in other continents and from industrial countries (e.g.

importing dairy and beef cattle breeding stock from Europe, Canada, the U.S.

and Australia). But borrowing technology from other continents was beset with

many problems. For example, the Director-General of the International Crops 9

Research Institute for the Semi-Arid Tropics (ICRISAT) recently summarized

ICRISAT's experience in importing improved sorghum and millet varieties

directly from India to the Sahel in the mid-1970s by noting that: "Ihe

results were generally disappointing. Very little of the introduced material 4

was adapted to West African conditions. It was obvious that the project has
12/

to go back to basics to plan a longer term program."—
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At this stage of Africa's economic development, there is a gap

between technology transfer in theory and practice. In theory, technology

transfer or borrowing technology is an attractive proposition for Africa

because of the large number of small countries that are unable to individually

finance a critical mass of researchers on a broad range of commodities and

problems. But, in practice, the potential of benefitting from imported

technology is critically circumscribed by the stage of economic history of a

particular nation and it is a more complex process than is commonly

imagined. Unless one has a deep understanding of the complexity of borrowing

technology, one is likely to underinvest in helping indigenous institutions

expand their scientific capacity, a precondition for being able to screen, and

borrow technology from the global agricultural research system and adapting it

to local conditions. Unfortunately, long term support (10-15 years projects)

for strengthening indigenous scientific capacity is proving difficult to

sustain by most African states due to resource constraints and by donors who

are, for the most part, locked into three to five year project cycles.

%
Despite a substantial increase in the number of research workers in

Africa since the 1960s and an improvement in the researcher/extension ratio

starting in the 1970s, the stock of on-shelf, food crop technology for

smallholders in Africa is meagre, especially in West Africa. Dubstan Spencer,

recently assessed available food crop technology in Africa and concluded that:-

With regard to crop improvement, it is clear that with few

exceptions, e.g. hybrid maize in Zimbabwe and Kenya, major programs

for the genetic improvement of food staples are relatively recent and

have had little success. Despite frequently promising on-station

results, yield gaps of up to 60% are consistently observed when most

new varieties are cultivated by farmers. Unacceptable taste, as well

as processing and storage problems are also commonly encountered. As

a result, probably less than 2% of total sorghum, millet and upland

rice areas in West Africa is sown to cultivars (varieties) developed

13/
through modern genetic research.—
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Since independence, there has been little progress in developing food m

crop technical packages and cost-effective institutional structures for

delivering agricultural services in the semi-arid zone with 300 to 600 mm of

rainfall. The foregoing also brings to question the productivity of Africa's

increasing stock of research establishments (institutions and personnel). m

Apparently the rate of growth of these research establishments has not been

matched with growth in research results. There is need for investigation to

discover the source and prescribe the cure for this discrepancy.

To recapitulate, five observations emerge from this analysis of

technology policy and the performance of good crop production from 1970-84:

(1) At independence, African states inherited national research a

services and regional research institutes (e.g. West African

Cocoa Research Institute) that were primarily geared to export

crops.

(2) African states also inherited Ministries of Agriculture that

were strongly biased in favour of extension at the expense of

agricultural research. The underlying assumption was that the

critical barrier to expanding crop and livestock production was ^

the lack of farmer motivation, ignorance and the lack of

information- not profitable technical packages. Without playing

down the importance of extension services, a better approach

would have been to strive to achieve a proper balance in the a

development of both extension and research capacities in order

to ensure the constant flow of new technological packages for

extending to farmers.

t

(3) Soon after independence some of the highly productive regional

agricultural research organizations (e.g. West African Oil Palm

Research Institute) were nationalized. But these national

research institutes for export crops are facing many problems. *

(4) Encouraged by the success of the Green Revolution in Asia

starting in the late 1960s, donors developed four IARCs in

Africa beginning in 1967 in Nigeria. *
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^ (5) From their inception, three of the IARCs in Africa, - WARDA,

IITA and ILCA - relied heavily on borrowing technology from

other continents rather than investing in basic research such as

ILRAD is pursuing on livestock diseases.—' The heavy

^ emphasis on borrowing technology from other continents wasted

valuable time in developing improved food crop technology for

small holders.

In summary, this analysis of the cumulative effect of five technology

policies helps deepen our understanding of why population growth slowly

outstripped food production in the 1970s and why the stock of on-shelf, farmer

tested food crop technology is still meagre in many African countries in 1986.

3.3 Human Capital Policy

At independence, Africa's supply of scientific and technical manpower

^ was woefully inadequate and a visible barometer of decades of colonial

underinvestment in human capital. The emergence of the economics of education

as a specialised branch of economics around 1960 coincided with Africa's

independence. During the 1960s, economists developed the manpower

^ requirements approach and the rate of return analysis of different types of

educational projects. But after a decade there was a marked reduction in the

influence of economists in educational policy making in Africa. Two reasons

explain this decline. First, manpower planning proved to be notoriously

^ inaccurate and, as a result, this type of exercise fell into disfavour in

little more than a decade. Second, the rate of return to education exercises

used assumptions that ignore the structural problems facing education in

Africa.—'

Both the Lagos Plan of Action and the 21st OAU Assembly of Heads of

State and Governments noted with concern the high rate of population growth,

the growth of unemployment and the shortages of different types of trained

^ manpower. The shortage of trained manpower persists despite a large increase

in the number of African universities and undergraduate enrollment. This

situation is particularly critical in the field of agriculture but generally

the past 25 years has been one of comparative little achievement in terms of

African leadership in many fields of science and technology. Kenneth King
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recently observed that: "In the mid eighties ... rangeland management,

ecology, archeology, paleontology, renewable energy, mining and specialised

agricultural research are only a few of the fields where technology capacity

is predominately in expatriate hands."— In 1980 Africa had only

one-fourth the relative scientific strength that Asia had in 1970.—

This continuing lack of African leadership in science and technology

in the face of the large increases in African University enrollments,

including enrollment in science faculties, points to another dimension in the

human capital issue - that of deployment and efficiency of utilization of the

human capital produced by these universities. Many African research and

training institutions are crippled by shortages and/or high turnover of staff

as a result of unattractive working conditions including clear personal

advancement schemes, lack of equipment and materials, lack of supportive

logistical services, and the like. There is need therefore for governments

and donors to include adequate provisions for staff motivation, working

equipment, materials and logistical support in conceiving both research and

human capital development programmes.

There are two reasons why it will be difficult for African countries

to close the scientific manpower gap relative to Asia and Latin America.

First, the enrollment ratios in secondary schools in Africa are extremely low

(16.7%) relative to those in Asia (34.6%) and Latin America (44.2%). Second,

African countries are already spending between 17 to 23 per cent of their

recurrent budget on education as compared with 8.8 per cent in Asia. Although

there are no reliable data on Africa's scientific strength in agriculture

relative to Asia and Latin America, it is common knowledge that Africa is the

continent of technical assistance par excellence, and that African

universities are several decades behind Asia in terms of the localization of

post-graduate training in agriculture.

Although great strides have been made in expanding under-graduate

training in agriculture in African universities, much remains to be done.

Specialized fields of agricultural education - agricultural engineering, food

science, horticulture etc - should be introduced and the quality of

under-graduate training should be greatly strengthened. Moreover, there is

little agreement among African states and donors on three critical issues that

require further analysis and debate:
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(1) What are the cost effective ways to strengthen indigenous

scientific capacity in Africa and reduce the dependence on

foreign technical assistance?

(2) What can be done to convince donors to phase out scholarships

for overseas study and invest in structural reforms of higher

education in Africa like India did in the 1960s and 1970s when

it developed 21 new agricultural universities?; and

(3) What can be done to rally donor support for countries such as

Tanzania and Ethiopia that have pushed through education

reforms? For example, Tanzania established the Sokoine

University of Agriculture in 1984 and Ethiopia recently upgraded

the Faculty of Agriculture at Alemaya to the Alemaya University

of Agriculture.

3.4 Agricultural Pricing Policy

The purpose of this section is to analyze the relationship between

pricing policies and agricultural production with emphasis on food production

performance from 1970 to 1985. The World Bank's Accelerated Development in

Sub-Saharan Africa (1981) places major emphasis on linking the poor

performance of African agriculture to the under-valuation of prices for both

food crops grown for local consumption and for export crops. The report also

stated that trade and exchange rate policies over-protected industry and

discriminated against agriculture.

The vast literature on agricultural policy and supply response is

replete with examples of substantial price distortions in African
18/

agriculture.— But numerous African countries are already revising their

pricing policies in favour of farmers and many critics are behind the times on

this issue. For example, Ghai and Smith found that 10 African countries

raised the real prices of food and 8 countries raised real producer prices for

export crops between 1969 and 1980.12' Moreover, authors recently concluded

that food prices have risen faster than either wages or the cost of living in

20/
most African countries since 1979.—
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Recent research on the interaction between available technology,

local institutions (e.g. credit), and pricing policy at the farm level

illustrates the need to move beyond narrow studies of pricing policy and crop

production. For example the expansion of barley and tobacco in Kenya over the

past decade (two crops with relatively low price increases over the 11 year

period of analysis), was a response not only to producer prices but also to

increased income incentives from the combined effects of pricing policy and

technical change.— Moreover, research on the sources of cocoa growth in

the Cote d?lvoire revealed that even though cocoa farmers received about half

of the FOB Abidjan price from 1960 to 1975 and about one-third during the

cocoa boom in the late 1970s, cocoa exports virtually doubled in five years in

the late 1970s. The reasons for the Cote d'lvoire's cocoa boom include both

price and favourable non price factors such as new varieties of cocoa trees

produced by the national cocoa research program, an effective extension

service, and a subsidy of fc240 for each hectare of cocoa planted during the
22/

1976-80 Cocoa Development Plan.—

A Brief Comparative Analysis of Agricultural Policies: Senegal and

Zimbabwe

The analysis of agricultural policy takes on meaning when it is

approached at the country level. Senegal and Zimbabwe represent two extremes

of agricultural potentials in Africa. Ecologically, Zimbabwe is endowned with

an above average agricultural production environment while Senegal is on the

whole characterized by a hostile environment for agricultural production.

Techaologically, Zimbabwe has a long history of break-throughs in agricultural

research and therefore has a considerable stock of technological packages

appropriate for different crops and conditions under which these crops are

produced in different areas of the country by different categories of

farmers. In the case of Senegal, however, there are no significant

technological advances both with respect to its production environment and its

dominant crops, especially food crops, predominantly millets and sorghums.

A comparative assessment of the experiences of these two countries illustrate

a number of food security policy dilemmas and the need for country specific

research to trace the consequences of pursuing various policies over
23/

time.— In recent years, Senegal has imported about half of its annual

consumption of food grain. In 1984 Senegal was importing about 1,000 tons of
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rice a day, mostly broken rice from Thailand at a relatively low price. Over

the past 15 years, drought has reduced domestic foodgrain and groundnut

production. The combined effects of the drought, a depressed world market for

groundnuts and the worldwide recession, forced the government to review its

. agricultural strategy in the early 1980s. In order to deal with the worsening

food situation, the government announced a "New Agricultural Policy" in 1984

that called for: (1) increased foodgrain self-sufficiency, primarily through

irrigated rice production the Senegal River Valley in Northern Senegal, and

. millet and sorghum production in the Groundnut Basin; (2) a greatly expanded

role for the private trade and farmers' cooperatives in input and output

marketing; and, (3) a reduction in the activities of state managed regional

development authorities and parastatals. The goal of the New Policy is to

. produce 75 per cent of the nation's foodgrain consumption by 2000.

In implementing the New Agricultural Policy, the government has had

to face competing objectives (e.g., paying higher prices to farmers to

encourage them to produce more and cushioning urban consumers from higher food

prices) and the difficulty of developing the private trade after years of

state marketing of cereals. In launching its New Agricultural Policy, the

prices of imported rice was raised by over 20 per cent to reduce the budget

A deficit and to stimulate production of locally produced millet, sorghum and

rice. Yet, when the consumer prices of millet and sorghum rose in response to

the higher price of imported rice, some government officials called for strict

price controls on these cereals to help protect urban consumers.

Senegal's experience demonstrates the limitations of a single or

limited issue policies. In this experience an agricultural policy based on

pricing policy and improved opportunities for private traders, became

- ineffective because other complementary inputs such as improved food crop

technology and credit were not available. Despite good intentions Senegal's

policy initiative has not produced the intended results due to lack of

improved food crop technology for the two main cereals in rural diets -

» sorghum and millet - and the two imported cereals - rice and wheat for urban

consumers. For this reason, Senegal remains a high cost food producer before

and after the "New Policy". But it must be noted that Senegal's problems are

compounded by the drought and a depressed world market for groundnuts.



- 36 -

Zimbabwe provides an interesting contrast to Senegal*s experience in 0

increasing food production. When Zimbabwe became independent in 1980, it

inherited a dual agrarian structure of roughly 5,000 large commercial farms

and 700,000 smallholders. The government has generally followed a price

policy favourable to agriculture, even when this may have Increased the food #

insecurity of the urban poor in the short run.

The government increased the producer price of maize 26.5 per cent in

1985. With favourable weather, farmers responded with a large maize crop in #

1985. After placing 700,000 tons in storage for domestic use in 1986,

Zimbabwe has about 800,000 tons of surplus maize available for sale in

regional and international markets in 1986.

Although the experience of Zimbabwe is frequently cited as an example

of the successful use of price policy to stimulate smallholder maize and

cotton production, careful examination reveals that the process of

agricultural change is more complex than higher prices and good weather. #

Farmers are able to respond to favourable markets, a reliable maize seed

industry supplied by a cooperative of 200 commercial seed growers, an

extension system that has given increasing attention to smallholders in recent

years, and one of the strongest agricultural research services in Africa. For 0

example, in 1980 Zimbabwe had 201 agricultural scientists and spent 2.52 per

cent of its agricultural GDP on research, compared with an average of 1.16 per

cent for other countries with a comparable level of per capita income. In

1949, Zimbabwe became the first country after the U.S. to develop hybrid maize #

24/
varieties, after 17 yeas of research.— Subsequent research led to the

development of a long season hybrid for commercial farmers — SR 52 — that

can be called the Green Revolution success story of Southern Africa. Although

several hybrid varieties were developed specifically for smallholder growing ♦

conditions and made available to them in the mid 1970s, it was only with

improvement in the marketing, credit and extension systems, expansion of

private fertilizer distribution facilities and an end to the disruption caused

by war, that smallholders rapidly adopted the new varieties since independence •

in 1980.
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The government of Zimbabwe is using pricing and technology policy as

a policy package because it has a backlog of proven maize and cotton varieties

for both smallholders and commercial farmers and it realizes that pricing and

technology policies are complementary. The average maize yield is 4 tons per

ha on commercial farms and 1 ton on smallholders, thus showing that there is a

backlog of genetic material and agronomic practices that can be adopted by

smallholders. Smallholders have responded dramatically since independence,

and have increased their production of maize and cotton from 10 per cent in

1980 to roughly 50 per cent of the crop marketed in 1985.

In spite of its success in increasing total food production and

become a maize exporter, the long-term food security of Zimbabwe also depends

on its ability to deal with periodic drought, its rapid rate of population

growth and land hunger in a dual agrarian society.

The examples of Senegal, and Zimbabwe illustrates the diversity in

African agriculture, the need to generate country-specific information for

food security analysis and some of the fundamental food security policy

dilemmas in Africa.

3.5 Performance of Agricultural Production, Integrated Rural Development

(IRD) and Multi-Sectoral Projects: 1970-85.

Over the past several decades of experimentation, a great deal has

been learned about rural production and IRD projects. The poor performance

and the inability to replicate successful cases of these projects Is due to

the following:

(1) Lack of profitable technological packages especially for major

traditional food crops.

(2) Overemphasis on the promotion of an entire technological package

that was often tied to a credit program even when there Is

evidence that many farmers adopt components of packages in a

step-by-step process according to the profitability of each
25/

component.—



- 38 -

(3) IRD projects require an intensive use of human resources because

of the large number of ministries and government agencies

involved. Although there are many successful IRD projects,

there is no African example of turning successful pilot projects

into an effective nationwide rural development programme. The

critical lack of indigenous human resources was a key factor in

26/
being unable to solve the replication dilemma.—

(4) African governments and donors found it was difficult to fully

involve the beneficiaries in project implementation, thereby

building up a core of skills and local revenue that would

sustain the project once external funding was withdrawn;

(5) It was difficult to obtain policy changes as well as reform of

supporting institutions (e.g., national extension, research and

credit services) through individual projects, regardless of

their degree of success.— _

3.6 Synthesis

This analysis of agricultural policies and performance over the

1970-85 period can be summarized as follows:

(1) Agricultural production, consumption and investment respond to

changes of relative prices in the short run. But in the long

run, changes in the productive capacity of agriculture originate

in what has been described as the five prime movers of

agriculture development. The failure to develop these prime

movers and strengthen the institutional base for smallholder

agriculture is at the heart of Africa's agrarian crisis.

(2) Some African countries such as Zaire, the Sudan, Zambia and

Mozambique have idle land that can be brought under cultivation

more or less in line with population growth for many decades.

But in most countries, increasing population pressure and the
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^ closing of the frontier will gradually require a shift to a

science-based intensification of agricultural production, which,

in turn, will require sustained public investment in

agricultural research to produce a continuous stream of new

- technology.

(3) Over the 1959 to 1980 period, African countries added an

estimated 50,000 extension agents and 6,000 agricultural

. researchers. In 1980 Africa still had an average of 10

extension agents per researcher, thus perpetuating an extension

bias in most Ministries of Agriculture.

* (4) The lack of farmer-tested food crop technology is likely to be

as st rong a fac tor in explaining why populat ion growth

outstripped food production in some African countries from 1970

to 1985 as the lack of farmer motivation.

(5) In 1980, Africa had one-fourth the stock of human capital in

science, engineering and development fields per million people

that Asia had in 1970.

(6) Human capital and agricultural research are noted for their long

gestation. An action plan to strengthen these two core

activites should be conceptualized In a time span of several

- decades. Presently there is little agreement among educators

and agriculturalists on how to develop an action plan to

strengthen Africa's indigenous scientific capacity in food and

agriculture.

(7) Pricing policy is a narrow slice of the complex set of issues

involved in the economic policy environment of a given country.

An improvement in pricing policies for farmers has occured in

,1 numerous African countries over the past six to seven years.

But improved producer prices cannot guarantee increased food

production In the absence of food crop technology and

strengthened rural institutions. Debates on pricing policy

^ should be broadened to examine the complex interactions been

technology, prices and institutions.
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4. Needed Policy and Institutional Reforms -

4.1 Introduction

Although the 1985 harvest was generally favourable throughout the ^

continent, Africa is still the poorest part of the world*s economy and its

population is growing at roughly triple the rate of growth of numerous

industrial countries in Europe at a comparable stage of their economic

history. Africa's population doubling time of around 17 to 25 years will a

require the aggregate supply of food (domestic production plus potential

imports) to be doubled during the same period of time. But to double the

aggregate supply of food solely from domestic production will require a

doubling of the actual rate of agricultural production - 1.7 per cent per ^

annum - that was achieved from 1970-84. This is a major policy challenge in

light of the lack of food crop technology in many parts of Africa.

Furthermore, the real income of the poor will have to be increased if they are

to convert their nutritional needs into an effective demand for food. f

Finally, because of the constraints on job creation in the modern sector,

rural job creation will form a policy challenge for agriculture planners for

several decades or longer until fertility rates can be substantially reduced.

The purpose of this section is to analyze needed policy and

institutional reforms that flow from this analysis. The first step is to

analyze the strategic question about the level of required public investment

in agriculture. »

4.2 Level of Public Investment in Agriculture

There is a common belief that many African states neglected *

agriculture following independence and that an irrefutable measure of this

neglect is the token public expenditure on agriculture. Although, there is no

authoritative study of this strategic issue, various data sets can be pieced

together to show that African states have commonly invested between 5 to 15 ^

per cent of their public development expenditure on agriculture during the

first two decades following independence. In fact, one study revealed that

the median annual government expenditure on agriculture in Africa for the

28/
1963-73 period was only 7.6 per cent.— Moreover, closer examination _

reveals that the level of public development expenditure on agriculture In
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many countries had fluctuated markedly over time. For example, Tanzania1s

share of public-sector development expenditure on agriculture declined from

21 per cent in the mid 1960s to 10 per cent by the end of the 1970a and to

5 per cent in 1981. By contrast the share allocated to industry jumped from

29/
2 per cent in the early 1970s to 17 per cent by the end of the decade.—

Severe budget fluctuations can undermine the productivity of long gestion

investments such as agricultural research, land improvement and human capital

development.

It is instructive to turn to Asia for comparative data because of the

general opinion that Asia has given substantially higher priority to

agriculture than Africa over the past several decades. The most complete

documentation on public sector development expenditures is available for

India. India's experience is relevant to Africa because, after two decades of

concentration on the prime movers, India became self-sufficient in food grain

in the early 1980s.

Table 6 shows that India's public sector investment in agriculture

(broadly defined to include agricultural production, major and minor

irrigation schemes, fertilizer and pesticide subsidies, rural electrification,

community development and cooperatives) never fell substantially below 25 per

30/
cent over six Development Plans covering a span of thirty-two years.—

Although the marked reduction in the total expenditure on agriculture in the

Second Plan (from 37 to 23 per cent) suggests that India neglected agriculture

during this period, closer examination reveals that a major share of

irrigation investments in the First Plan was used to complete major irrigation

projects begun before the First Plan got underway. Hence the 37 per cent

figure for the First Plan is an aberration. Two important insights emerge

from India's experience. First, India's public expenditure on agriculture has

been several times higher than expenditure of most African states over the

past several decades. Second, its high level of investment was sustained over

a time span of 32 years - a key factor In maintaining continuity of support

for long gestation investments.
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Table 6

India: Public Sector Expenditures on Agriculture, 1950-51 to 1982-83

First Second Third Fourth Fifth Sixth

Plan Plan Plan Plan Planl^ Plan
1950-51 1956-57 1961-62 1969-70 1974-75 1978-79

1955-66 1960-61 1965-66 1973-74 1977-78 1982-83

Type of Agriculturura1

Expenditure^'

Agriculture P_'

Major irrigation $f

Fertilizer and

pesticides

% of

Total

10.8

21.5

0.4

% of

Total

6.0

9.1

0.8

% of

Total

8.4

7.7

2.6

% of

Total

12.4

8.6

3.1

% of

Total

11.7

8.7

3.9

% of

Total

14.0

11.4

2.4

Community

development Si'

Total agricultural

expenditures

4.1 5.5 4.2 2.2 1.3

37.2 23.1 24.9 31.0 27.7

0.9

30.8

a). First through Fifth Plans, expenditures; Sixth Plan, planned outlays,

b). Include minor irrigation.

c). Includes flood control.

d) Excludes institutional finance.

e). Includes cooperatives.

f). The Fifth Plan was terminated one year early; the figures are for four
years.

Source: Adapted from Fred Sanderson and Shyamal Roy. Food Trends and

Prospects in India. The Brookings Instituion, Washington, D.C.

1979. Page 14.

Turning to Malaysia - a major competitor with African states in world

oilpalm markets - a recent study reveals that public sector investment in

agriculture has been high and consistent; 26.5 per cent, Second Plan, 1971-75;

25.5 per cent, Third Plan, 1976-80; and projected expenditures of 19 per cent

31/
for the Fourth Plan.—
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Three important caveats flow from this analysis of Asia and Africa.

First there is no standard definition of what constitutes an agricultural

investment. Hence, comparative analysis is difficult and open to different

interpretations. One must go beyond the Ministry of Agriculture in most

countries in order to identify expenditures on cooperatives, rural

electrification and irrigation by other ministries. Second, the policy

decision on the type of public investment - e.g., large scale or small scale

irrigation - is probably just as important a decision as the amount of public

investment in agriculture because public investment in agriculture is a

necessary but not a sufficient condition for agricultural development. Third,

experience in Asia has shown that there is an upper limit on the amount of

public sector investment that can be absorbed by the agricultural sector

32/
without substantial inflationary pressures.—

The call by the 21st OAU Summit to increase the share of public

investment in agriculture to 20 to 25 per cent by 1989 has to be interpreted

in light of these broader issues related to resource use in agricultural

33/
development.— The following illustrate why caution is needed. First,

there is ample evidence in many African countries that public investment in

River Basin Authorities, large irrigation projects, government plantations,

ranches and state food corporations have not been particularly efficient.

Hence, stepping up public sector investments in these activities may not be

optimal in terms of resource allocation. Second, if public sector investments

are dramatically increased for smallholder production projects, complementary

inputs such as technical packages, credit etc., must also be available.

Third, if higher public expenditures induce an increase in production, then

market outlets must also be available. For example, today Zimbabwe has large

carry over maize stocks because of the lack of regional market outlets. This

example illustrates the need to use a food systems framework when examining

possible public investment in agriculture. A preoccupation with projects to

increase food production may be unproductive if supporting facilities are

either absent or inadequate.
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In summary, there Is consistent evidence that public sector 0

investment in agriculture in many African countries has been about one half

the level of investment in Asian countries such as India and Malaysia over the

past two decades. However, because of widely different levels of absorptive

capacity, availability of technology and market prospects, one cannot be too 0

precise about the level of public sector investment that should be devoted to

agriculture in different countries. The OAU Summit calls for African states

to increase the share of public investment in agriculture to 20 to 25 per cent

by 1989 should provide a flexible guidance. If African states increase public 0

expenditure on agriculture over the 1985-89 period, this activity in and of

itself cannot, of course, ensure increased agricultural output, the reduction

of rural poverty and increased national food security. The challenge is to

develop a political commitment to the prime movers of agricultural development $

on a country by country basis.

4.3 Needed Reforms

Before addressing needed reforms that flow from this analysis, it Is

important to comment on the diversity and complexity of African agriculture,

the dangers of generalizing about agriculture for 50 countries and the need to

devote more analytical attention to sub-regions such as Eastern Africa, f

Southern Africa, etc.

The main thenies that emerge from this analysis provide a framework

for follow-up action by African states and the donor community. In the long %

run, most African countries have the physical capacity to feed themselves,

given appropriate policies and investments in the prime movers of African

agriculture - human capital, agricultural research, bio-physical capital, and

strengthened rural institutions. But in the short to medium term, population #

growth is generating food needs in some countries that cannot be met except

through food grain imports. Just as India relied on food aid for 15 years

(1956-71), African states should learn how to increase the efficiency of using

food aid. »
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It is time to stop thinking of African countries and sub-regions as

if they were all in the same. Because of differences in initial population

densities, natural resource endowments, rainfall and availability of

technology, there are vastly different prospects for agricultural development

among individual countries and sub-regions. The heterogeneity of African

agriculture should be taken into account in policy analysis.

In dealing with hunger and poverty in Africa, it is important to

recognize that many of the hungry, particularly the chronically hungry, are

malnourished not because the aggregate supply of food (domestic production

plus potential imports) is inadequate, but because they are poor and they lack

the capacity to produce their own food and/or purchasing power to buy a

calorie-adequate diet. Improving the food security of the hungry requires

cost effective food security policies to help the poor increase their

purchasing power or what others call their effective demand— or food
35/

entitlement.—

What flows from this analysis is the need to resist the temptation to

develop one agricultural model for Africa such as an export-led model of

agricultural development, one African extension model, (e.g. Training and

Visit System) or one African model of a national agricultural research

service. With the diversity and complexity of agricultural and Instutional

systems of 50 countries, it is natural that there will be pluralism of models

to meet different social, political and economic goals.

The policy and institutional reforms needed to deal with the core

problems facing African agriculture are as follows:

Technology Policy and Integrated Rural Development Projects.

(1) Although technology transfer is often a cost effective method of

acquiring technology, the historical record has shown that

borrowing technology - especially plant and animal technology -

is a complex process that Is conditioned by national research

capacity. If national research services are weak and

ineffective they will be unable to screen and borrow technology

from neighbouring states, regional Institutes and take full

advantage of the global agricultural research system.
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(2) Because of the complementary nature of investments in

agricultural research, extension and human capital projects

(especially post-graduate education projects), these investments

should be conceptualized as a core investment package on a

country basis within a sub-regional framework.

(3) The rationale for investment in agricultural research is to

produce new technology capable of generating new income streams

especially for rural people. These income streams can come from

food crops, export crops, livestock, and industrial crops

(cotton, jute, kenaf, sisal) for local industry. Investment in

agricultural research should therefore be justified not solely

in terms of food production but as a strategic input towards

food security and economic development.

(4) An income generating activity - crop production, livestock

production or small-scale industry - should form the centerpiece

of integrated rural development or area development projects.

4.4 Human Capital

(1) Human Capital Projects - especially those supporting local

institutions to develop scientists, engineers, plant breders etc., -

should be conceptualized in a long enough time span of say two

decades with an initial life of project (LOP) of 10 years.

(2) Faculties of Agriculture will be cost effective and more relevant if

they are conceived and constructed as an integral part of national

research services. Because of economies of scale, post-graduate

training facilities should be shared sub-regionally or regionally and

should be located in close proximity to central agricultural research

stations in order to tap the agricultural research staff for

part-time teaching and supervision and to utilize some of the

laboratories, library and computer services of the reseach station.

For the same reason, governments and donors should encourage

postgraduate training programmes that are shared between groups of

countries.
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4.5 Agricultural Pricing Policy

(1) Over the past five to seven years, numerous African countries have

introduced pricing policy reforms that have helped improve the real

returns to producers of food and export crops. However, experience

has shown that pricing policy represents a narrow slice of the total

economic policy environment for agriculture in a given country. The

influence of pricing policy at the farm level is greatly influenced

by available technology, credit and institutional factors (e.g.

availability of credit) and market outlets. Policy reform should

move beyond pricing policy to examine the economic policy environment

for food and agriculture, including pricing as well as monetary,

fiscal, trade and food aid policies.

(2) Experience has shown us that economic policy reform is just as

location specific as generating new technology for maize farmers. As

a result, there is an urgent need to invest in economic research

capacity building and improve the statistical data base on a country

by country basis.

(3) The institutional reforms to support smallholders and small herdeers

should be brought into the main debate on agricultural policy reform.

(4) Food security should replace food self-sufficiency as a leading

policy goal of African countries. Food security is defined as the

ability of all members of society to produce, purchase or acquire a

calorie-adequate diet throughout the year. Food security problems in

many African countries are caused by the shortfall in food production

and poverty. Therefore, increased food production and the

achievement of food self-sufficiency will not automatically guarantee

that all members of a country's population have the resources (e.g.

land) or income to satisfy their food security needs. For example,

although India has achieved food self-sufficiency, around 30 to 40

per cent of its people are not able to satisfy their food security

needs.
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(5) Since many food insecurity problems in Africa are caused by

lagging food production and poverty, food security policy

analysis should focus on developing cost effective policies to

enable countries to achieve their food security goals through

production, storage and trade.

ROLES OF THE ADB AND ECA

The analysis in the foregoing sections of this part of the report

confirms the observation made by the 21st Assembly of African Heads of State

and Government that short-comings in development policies have contributed to

the present crisis in Africa. The analysis also reveals clear shortcomings in

some programmes encouraged and policies pursued by the donor community. It is

therefore logical that actions for ending this crisis should start with the

re-orientation of policies underlying the formulation and implementation of

development programmmes pursued by African governments and development

agencies.

The analysis warns against the simplistic prescription of

single-model approaches, noting that historical record had shown that no

single variable - drought, technology, ldealogy or pricing policy - could

alone explain economic stagnation or growth. Rather, policy formulation

should aim at producing policy packages encompassing five prime movers -

technology, human capital, biological capital, improved institutions and

favouable economic policy environment.

The analysis has also underscored the need to cease considering

Africa as a homogeneous land-abundant region. It points at the enormous

diversities existing between countries and sub-regions with respect to their

endownements of ecological and natural resources and their demographic and

technological circumstances which together underlie the vast differences in

the agricultural and other development possibilities and prospects of

different countries and sub-regions. It therefore warns against the advocacy

of single pan-African agricultural development models.
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The discussion has underlined the long gestation period needed to

achieved break-throughs in the prime movers of agricultural development in

Africa as well as to achieve a stabilization of population growth at the low

rates commensurate with the growth of agricultural production. It has

therefore recommended that national and sub-regional agricultural development

plans and programmes be formulated on a long-term, say ten to fifteen year

rolling plan framework, instead of the present typical five year plan periods.

On policy objectives, the discussion emphasizes the need to recognize

that hunger in Africa is not as much a consequence of inadequate aggregate

supply of food as it is a result of lack of capacity to produce ones own food

and/or command enough purchasing power to buy a calories adequate diet. The

analysis therefore identifies as key policy objectives the expansion of

production, job creation, alleviation of poverty and malnutrition, and the

achievement of effective food security goals. These objectives, if realized,

would ensure both improved supplies and increased access to food and other

needs for development within nations by individuals and internationally by

countries.

This concluding section of the report therefore attempts to identify

. ways in which the ADB and ECA may be able to promote, through dialogue with

African governments and the development assistance community, the adoption and

implementation by both parties, of policies and programmes that are more

likely to result in improved programmes and general economic performance. It

is felt that the two institutions are particularly well situated to pursue

these objectives because of their privilleged position as both pan-African and

being among the major development agencies operating in Africa and in view of

the substantial human and material resources at their disposal.
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5.1 The Role of the ADB

5.1.1 Technical Assistance, Institutional Support and Policy Dialogue

The Bank Group has in the past provided technical assistance and

institutional support to its member countries through the financing of

pre-investment studies; provision of financial support to development and

research institutions; holding equity shares in and providing lines of credit

to national and multinational financial institutions; seconding its own staff

or financing technical assistants and consultants to national institutions and

projects; and financing training for national personnel at the ADB training

centre or elsewhere. In common, with the Priority Programme adopted by the

21st Summit of the Organization of Africa Unity, the analysis in the foregoing

sections points to the need for ADB's technical assistance and institutional

support to focus more specifically on the development of indigenous human

capital especially in the fields of scientific research, policy research and

analysis, and management.

With a view to ensuring success of its operations, the ADB has always

taken a keen interest in the policy environment in which the programmes it

finances are conceived and implemented. This interest may need to be

intensified in view of the recent OAU's Summit observation that shortcomings

in domestic policies are partly to be blame for the current crisis in the

continent. The Summit called on Africa to re-think the orientation and

management of its economy by drawing up new policies and strategies. Apart

from seeking to encourage policy environment that is conducive for success of

its operations in any given country, ADB should, in its policy dialogue with

its member countries, seek to ensure appropriate sectoral balance of

investments. With respect to agriculture and food, special attention will need

to be paid in such policy re-orientation to ensuring producer incentives

including affordable prices for inputs and remunerative prices for farm

output. The exchange rate regime operated by a country is an important factor

both in ensuring meaningful incentive structures and success of the policy and

institutional re-orientation advocated in this discussion. So also is the

adequate provision of such production services as credit, extension, and

marketing services.
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ADB also needs to be more intimately involved in policy and programme

dialogue with other development agencies working in Africa with a view to

instilling realism in policies, programmes and conditionalities advocated by

these agencies in the light of specific African countries' development needs

. and circumstances. A factor that tends to greatly compromise the

effectiveness of development assistance in Africa is the multiplicity of

development agencies operating mostly in isolation of each other in any given

country. Given its status as the only indigeneous pan-African financing

* agency, ADB may need to start thinking of developing a capacity to play a

greater role in coordinating development agency activities in specific member

countries. Successful ADB policy and programme dialogue with member countries

and with fellow development agencies will faciliate such a coordinating role

. for the Bank.

5.1.2 Resource Mobilization

- Successful ADB led policy and programme dialogue with donors and

regional member countries will also help promote another one of the Bank

Group's principal roles - that of mobilizing resources for development

financing in regional member countries. Agreement on policy framework between

the Bank Group and other members of the development assistance community will

help strengthen donors* confidence in the Bank Group resulting in their

willingness to channel increasing shares of their development assistance

through the Bank Group. On the other hand, agreed policy and programme

_ framework between ADB and regional member countries will increase African

governments' confidence in the Bank Group as an understanding development

agency and therefore boost their readiness to borrow from it.

^ It is conceivable that agreement between ADB, other development

assistance agencies and regional member countries on programme priorities and

policies will facilitate ADB's efforts in finding co-financiers, both domestic

and foreign, for the projects it finances in member countries. In addition,

* to the extent that better prioritization of programmes and more conducive

policy environment result in more successful implementation of projects and
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programmes, these dialogues yield increased investible domestic resources by

way of increased domestic savings. Such mobilization of domestic savings will

be particularly helped by success in Bank Group's support for African credit

institutions. In both these ways ADB's resources will have been used as a

catalyst for mobilzing additional resources for investment.

5.1.3 Direct Development Financing

With respect to ADB's role in direct development financing, it is

expected that the proper prioritization of investments resulting from the

dialogue outlined above will result in the concentration of programmes and

projects in areas central to the recovery of African economies and meeting

food security objectives. For most African countries these areas are in

agriculture. It is worth noting in this respect that in the Bank Groups

lending programmes agriculture Is assigned first priority. The cumulative

lending to this sector of $2,002 million up to 1985 represents 29.4 per cent

of total lending, the highest sectoral share. This priority standing of the

agriculture sector is intended to continue during the 1987-91 Bank Group

operational programme now under preparation. Within agriculture priority will

need to be placed firstly on the financing of increased production of food and

non-food poducts both for domestic consumption and export. However, as the

foregoing analysis and the OAU Summit Priority Programme have stressed, to

facilitate such increase in production the Bank Group needs to diversify its

financing of agriculture from direct production to include the financing of

improvements in the factors that lie behind the backwardness of African

agriculture - the prime movers outlined above.

Increased agricultural production and Improved nutrition and food

security of the population generally will also be helped by Increased

financing of programmes geared to augmenting general income levels and

increasing general access to essential consumer goods especially for

vulnerable groups including the urban poor and rural households. Investments

in labour intensive public infrastructural developments including farm to

market roads and other relevant communication networks, agricultural storage
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capacity and other marketing infrastructures are likely to be instrumental in

this respect. Similarly, successful general development financing even in

non-agricultural sectors will improve countries' and nationals' economic

well-being and therefore both personal and national access to supplies of food

and other needs to domestic and foreign markets.

5.2 Role of the ECA

The Economic Commission for Africa plays the central role of

articulating and coordinating Africa's social and economic policies and

plans. The Commission's Conference of Ministers constitutes an intimate

consultative forum between the Commission and the Ministries responsible for

economic planning in their respective countries. The Commission is therefore

in a specially privilleged position to influence national economic policies

and especially governments' sectoral priorities. In this respect, the ECA

could be instrumental in ensuring that as stipulated in the Lagos Plan of

Action, and even more recently emphasized in the Priority Programme for

Africa's Economic Recovery, agriculture receives the kind of priority standing

in national plans that is commensurate with its key role in the recovery of

these economies.

In view of its role in planning and policy development, the

Commission is responsible for gathering, analysing and evaluating economic and

social data on Africa. Given the prevailing statistical weaknesses of African

countries, the ECA needs to figure out ways of improving country level data

collection and analysis. With respect to agriculture, the Joint ECA/FAO

Agriculture Division (JEFAD) has several challenging roles. To start with,

the lack of agricultural data Is one of the most seriously constraining

factors on agricultural sector planning In Africa. JEFAD therefore needs to

lead in the search for ways to improve this data base at country level as a

pre-requisite for any meaningful planning and monitoring of agricultural

programmes in the continent.
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As the analysis has pointed out, indigenous capacity for scientific,

technological and macro-economic research and policy analysis in Africa is

extremely weak. In view of the dominant role of agriculture in most African

economies, JEFAD will have to play a leadership role in deliberations leading

to the development of strategies for strengthening these capacities in African

agricultural centres for research and training.

In order to facilitate the achievement of the agricultural provisions

of Africa's Priority Programme for Economic Recovery, JEFAD will need to carry

out studies and organize discussions aimed at stimulating and facilitating

debate towards the development of specific courses of action. Country and

sub-regional food and agricultural outlooks may be a logical starting point

for such studies and debates. The outlooks will form a dependable basis for

the development of investment programmmes by African governments and

development assistance agencies.
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